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Executive Summary 

Some slales, such as Washington, have shrown Ihatconlracl foc^ing anddirecl 
markelir^ ol loresl producis can expand Ihe cuslomer bidding pool lor slale limber 
and yeid an additional 1 0% lo 20^/o in revenue lo Ihe slale compared lo Ihe 
Iradilional meli^Dd ol selling limber slumpage 

In addrlon lo polenlial revenue increases lo IrusI benelciariss, IhJs nonlradilional 
approach of conlrEcl legging and direcl markeling ol loiesi pioducls provides olher 
benefils, such as addilonal lfej<ibilily, conlrol, and more prediclable resulls, where 
limiled markels exist and in man^ir^ envjronmenlally sensilive areas. 



During Ihe 2005 legislalive session, Senale Bill 
No_ 96 was inlrodLj::ed lo provide Ihe Montana 
Deparlmenlof Nalural Resources and 
Consen/atbn (DNRC) Ihe aulhorily and fleKJbilily 
lo direclly conlrsci wilh logging firms lo hanyesi 
limber on slale lands and Ibsn sell ihose 
hafvesled materials lo foresl produci companies. 

After passing Ihe Senale, lbs bill v^ras converted in 
[he House lo a |oinl sludy resolulion (HJR 33} 
because of concerns raised by some in Ihe forest 
producis induslr^ The purpose of the study 
resolulion was lo assess Ihe feasibilrly of 
impbmenling conlraci logging as an addilional 
markelir^ approach te sellirg limber on slate Imsl 
lands in Monlana. 
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Overall, Ihe individual reporls conlained in Ihis white papsr supporl a limited conlraci 
loc^ir^ program on slate lands The limilalbn would be in Ihe amouni ol limber Ihat 



would be hawesled undsrlhis approach, which would be up lo I 0% ollhe stale's 
cuneni suslained yiekl Given Ihe DNRC's missbn slalemeni and Ihe fiduciary and 
stewardship responsibililes assocjaled wilh managing these Imsl lands, conlraci 
logging has ihe polenlial lo provKts Ihe DNRC more llexibilily in meeting 
environmental lequiremenis and lo more fully market andcaplure bolh shorl- and 
tong-lenn values lorlhs IrusI beneficiaries. 
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Introduction 

During Ihe 2005 legislalive session, Senale Bill No 96 was inlroduced lo piovide Ihe 
Monlana Deparlmenlol Natural ResouR^s and Conservalbn (DNRC) Ihe authority 
and lle>LibJlily lo direclly conlra::l wrlh togging firms lo hanyesi limber on slate lands 
and Ihen sell Ihose hanyesled malerials lo loresl produci companies. 

After passing the Senale, Ihe bill was converted in Ihe House lo apini study 
resolution [HJR 33) because of concerns raised by some in ihe forest prcducls 
industry The purpose olllie study resolulon was to assess llie feasibility ol 
impbmenting contract logging as an Eddrtcmal markelir^ approach lo selling timber. 

Tlie Environmental Quality Council (EQC) formed an interim subcommittee with 
broad representation to revew contract logging issues aryJto conduct tlie study 
Attendees at Ihe initial meeting 
repiesenled state government, 

tlie Legislature, the timber 
industry, environmental groups, 
and public edu::ation 






During the initial meetir^on 

August 1 7, 3005, various subgioups were formed te expfcire specific issues or 
questions related to contract bggir^ These included accountability, marketing, 
conlracter (Icgger) qualifcations, forest stewaidship, economc impacts to local 
industry, log quality, and a "leg sales vs timber sales' analysis Each subgroup was 
assigned to prepare a brief written report on one olthe above topics and the 
associated positive or n^ative aspects of implementir^ a contract bggir^ program 
The individual reports were submitted te the EQC for compilation into an overall 
contract lo^irg white paper. Thereloie, this white paper represents acompilatton of 
individual subgroup reports 
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EQC Findings and Recommendations 



Findings 

□ ConlracI limber harveslirg can be a valuable lool Ihal Ehrould be made 
available lo Ihe Deparlmenlol Natural Resources and Conservalion lo 
effectively ard effcienlly manags loresled Imsl land. 

□ ConlracI limber harveslir^ should be allowed on a limiled number ol board 
leel lo determine its effecliveness and uselulnesB. 

□ Contract Irmber harvesl has Ihe polenlial ol inci^asing revenue to Ihe various 
Imsl beneficiaries, bul carries addilbnal risklo Ihe Irusis 

□ Other western slales have had success, in lerms of increased revenue and 
better foresi management, wilh Ihe use of conlraci timl}er harvest 

□ ConlracI limber han/esi will provide an opibn for harvesling and managing 
limber in environ menially sens ill ve areas 

□ The use of conlraci liml}er haivesl will polenlially provide access to limber 
sales to smaller businesses and more opcorlunrlES, resullirg in hgher income 
lo Ihe Irusis and belter management and heallh of Imsl land forests. 

Reco III m« n dati a n s 

□ Tlie Deparlmentof Nalural l^sources and Conservalion shpDuHconducI a 
cosl-benefil analysis on any conlraci limber hanyest aclivity 

□ LegislaliDn should be drafted and presented to lbs 2007 Legislalure lo allow 
llie Deparlmenlof Nalural Resources and Conservalbn to conduci conlraci 



limber harveslon an amounlol limber nolloe>Lceed 10% of Ihe suslainabfe 
yield volume. 
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Chapter 1 : Forest Stewardship Sales Under HJR 33 

The Montana Deparlmenlol Natural Resouices and ConEervalion (DNRC) has 
undsriaken a sliidy lo delemijne Ihe feasibility ol conlracljng Ihe harvesting ol limber 
through adirecl conira::! between Ihe DNRC and Ihe locker The DNRC, ihiough a 
bicklir^ process, xvould ihen sell ihe bgs lo various puR:hasers based on price ard a 
purchaser's inquired log specifcalions In addilion lo commercial han/eslirg ol green 
and salvage sales, Ihere are some loresl stands on slale IrusI lands Ihal require a 
hanyesi Irealmentol some lype lo: 

(1) redLj::e sland densilies (overcrowding) and lacililale better Iree growlh, 

(2) address signilicani outbreaks or chronic insecl and/or disease problems, 

(3) rediKe Ihe polenlial lor large sland replacemenl type wildfires^ and 

(4) redLj::e underslory trees and bmsh lo promote Ihe regsneralionof 
hislorkally preseni species. 

These lypes ol loresl slewardship propels generally involve working wilh limber Ihal 

is loo small lo be commercially valuable. In slards kJenliled lor polenlial forest 
slewaidship Irealmenis, overerewded slands resull in many small Irees Ihal are 
slunled because growlh has stowed or slopped because of Ihe severe compeliljon 
for limited nulnenls, waler, and sunlghl Trees in these overerewded and stagnani 
slands are rol giowing as Ihey shoukJ and are very susceplibfe lo severe fire, 
windlhrow, insecl, and disease problems These dense slards are susceplible lo 
compfele loss ForesI slewardship Irealmenis are meani lo address Ihe issues noled 
above and lo reslore a slard to a more eco tog ically viabto slale. Typically, Irealmenis 
would involve removal of a maprilyof Ihe Irees in a sland, thereby allowing Ihe 
remainirKi Irees lo release and begin lo grow ard develop inio whal would become a 
more fire resislani, heallhy, diverse, and evenlually commercially viable sland of 
Irees Irealmenis would foltow a silvfcullural prescriplfonor managemen! p!an 
prepared for each project These lypes olforesl slewardship Irealmenis are 
beneficial in lerms of beirg timely, economical, and pracltoal. 



The xwwd Ihal is removed would lypically beol small diameler Hislorically, Ihese 
wxid piDducrs would be of little lo no commercial valus and woukd be erlher lefl in 
woods or possibly used as pulp_ However, wood processing lechnobgy has changsd 
over Ihe lasl dscads lo where some mills in our region are able lo use Ihis material lo 
make commercial products, such as lumber and particfeboard_ Allhoi^h small 
djameler WHDod is sli II economically marginal al besi, liees ol Ihis small size can now 
be used as pari ol a mill's overall prcduclion process Developing a melhod lorlaking 
advanlacp ol Ihis nsw irduslry abilily is one leason why loresl stewardship prcgrajna 
were crealed and why Ihey have continued 
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The Washington Department ol Natural 

Resources (WADNR) has impfemenled 
loresl hsalth improvement projects as a 
pan ol its conlracl logging program This 
was authorized byths Washington 
Legislature in 2004 This aspeclol Ihe 
program was created lo address loresl 
health issues, such as stagnant stands of 
trees, wikdlire risks, insect and disease outbreaks, ice storms, and wind events. The 
legislation also allowed specilically lor silvcultural treatments lo improve loresl lands^ 
Iheieby incieasir^ both loresl prodiElr^ity and relums lo the school trusts The 
leg islalHDn gave the WADNR Ihe ability lo apply pioven and experimental silvcultural 
treatments to specific stands that were considered in need ol treatment as fong as 
the management proposed was consistent with state laws and any applcabfe 
management plans The Legislature also noted that material harvested under the 
loresl health program would not be included as part olthe annual harvest undsrths 
WADNR's calculated annual sustained yekd, althoL^h Ihe l^islalion did limit the 
amount ol annual harvest to a ma:<imum ol 10^-o ol the calculated annual sustained 
yield- The legislaliDn also gave the WADNR the authority lo sell the products Irom 
these contract fcigging projects below the calculated stale minimum bid values as a 
wayol attracting potential bidders lor prodicls with bw potential returns The 
WADNR program, while slill relatively small, is working very elleclively, especially on 



Washinglon's easlskte foresls, which are very similar lo Monlana's loresls Piuducls 
prcduced from Ihis program are selling and have received a posilive i^sponse from 
industry 

The DNRC would acfopl a similar loi^sl heallh componenl lo Ihis prijposed contrsci 
hafvesljng prcK|ram il il were enacled II wouH be patterned after the WADNR 
program in lerms ol permitting silvicuhural Irealmenis lo impiT>ve loresllands, and il 
VfcTould acl as a vehjcle lo aulhorize Ihe DNRC lo sell producls generated (rom Ihese 
lypes ol managemen! acliviles The DNRC would limit Ihe amount of lands treated 
undsrthis program by including it in the contract logging program, which in total 
would be Jimited to a ma:<imum of Mtia ol Ihe calculated annual sustained y bid for 
tnisl lands However, volume Ihat would be haivested undsrthe forest stewardship 
aspect of tbs contract bgging program would nol be iticludsd as a part of the state's 
annua! sustained yield hatvest. 

The DNRC would also sell prodtjcts generaled fiom ihese pro^cts to the highest 
bidder but would be prepared to accept prtes that may be bebw minimum bid levels 
if markets or other faclors, such as transportation co&ts, required it This ability to 
accept potentially low prices could be offset by ths reduced costs ol having to do 
other lypes of site preparation on these lands and through the redtjced costs of 
burning smaller quanthiss of slash 

In summary, IhJs program has the potential logive the slate ano^ier set ol tools that 
rt can use for treating various types ol forest heailh issues on school Irtist lands, arvl 
rtcando il while still generating some income or reducing cost tor the trusts. 
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Chapter 2: Log Marketing 

Marlteling logs would be similar lo praclces currently used lo market limber sales. 
Logs would be sold as standing timber or In the deck, at a contractually agieed upon 
prke, lo potential purchasers via a sealed bid prccess A bdder list would be 
devek>ped similar lo what is currently used lo sell timber sales. The list would Include 
any mills thai wish lo be on the bidders' list or anyone who may be Inleiested In 
purchasing logs dliectly Irom the State ol Montana. A Key concept Is to Include mere 
or nche mills that may pay a premium price lor a desired pioducl These mills have 
historically nol bid on timber safes because of the unwanted produ::t or adcfed burden 
assHDclaled with a nomial timber safe The list woukd be reviewed and updated as 
necessaiy. 
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The piDcess to market bgs would begin with 

a cruise des^ned to create a fislol potential 

praducls by specbs and volume A 

piospeclus would be devetoped idsnillying 

the diffeient prodiKts and would be sent to 

potential purchasers Potential purchasers 

would be nolllied and given a period ol time 

to inspect Ihe limber, and bds would then 

be submitted lor the products thai they wanted liom Ihe sale For those products, 

bidders woukd specily acceptabfe log specllicatbns, such as species, length, top 

diameler, alfciwablenJelect, minimum log grade, etc , that they require. Once the logs 

aie sold, the state woukd hire a contract logger lo cul, process, and deliver the 

specllled prodiKt to the successlul bidders To determine toading and transporlatbn 

costs, Ihe slate would use a schedule based on mileage and type ol load, much the 

same as industry practces This schedule assgns a cost per mile to hauling on 

various types ol road surlaces and road gracbs that is then used lo cakulate an 

actual haul cost based on total haul distance Therefore, all potential contract bg^rs 

would submit a bid lor the harvesting and prccessing The haul cost would be set by 



Ihe slale A polenlial downskde lo IhJs is Ihal bidders would be making assumplions 
on leg quality and may ad|usl bids accordingly lo laclor m Ihal risk The DNRC 
recognizes Ihal lis lirslduly is lo Ihe Irusl and woukd resenye Ihe rghl lo sell logs in a 
manner Ihal bsnelrls lis Iduciary lesponsibilHy This means Ihal a mill ihal may be 
willir^ lo pay a higher delivered prke may nol he Ihe winning bdder because ol 
associated Iransporlalion cosis 

Undsrihis program, togs could be lemporarily held backliom sale. This laclc could 
allow Ihe slale lo capilalize on shorl-term marhel trends. Relalively high slumpags 

valuss have been received by Ihs slale because h consislenlly puis safes uplorbid 
Ihroughoul Ihe year and Ihe wood is lypically higher qualily or inclucbs specbs and 
sizes ollrees nol lypcally lound inolher veniKS by polenlial buyers The program 
would give Ihe slale Ihe abilily lo plan safes ol parlcular types ol pioducts based on 
spot market conditions and emerging trends in prees This would be done caiefully 
and wilh alhoroi^h risk analysis behind any dscison lo pursus a given market by 
delayir^ a sale The marketing concept is ej<pecled lo generate increased revenue 
for higbsr valusd products, bul Iheie are also areas, such as fuel reduction 
liealmenls, where Ihe benelit may rral be in increased revenue bul a more <tesiied 
stand conditbn Ihal will result in increased fulure revenue generaling potential 

In order lo keep industry contacts current and consistent and lo keep on lop of Ihe 
market, a forester wouto be des^naled lo be responsible for overall management of 
Ihe program from Ihe field aspect. The forester and Forest Management Bureau 
would create and update Ihe bidders' list for both leg buyers and loggers interested ir^ 
contract harvesting This lield representative would workcbsely wilh unil foresters 
and play a pivotal rofe in marketing logs and in ensuring that all aspects of the 
program are accounted for As Ihe piogram piogresses, Ihe forester responsible for 
overs^ht, in coopsration wilh unil foresters, could attempt lo maximize revenue by 
actively seekir^ higher valued prodiKis ck>sesl lo those mills paying Ihe higher 
prices. 



The benefils ol havir^ a log markeling program are ej^pecled lo be. 

(1) increased revenus ol higher valusd prcducis, 

(2} polenlial lor reveniie gsneralion in areas where a slandard limber sale 
likely may nol sell because ol unusualcjrcumslances or an undssirahle 
producl mixj 

(3) polenlial benelil lo smalter mills and nche maikels Ihal realislically did not 
have a chance al securing slale limber, 

(4) public may be more receplive lo slale-conlrolled togging, 

[5} slale may be able lo do a better fob coniro Hi ng logging in more sensilive 

areas by hiring loggers based on proven petfomiance; 

(6) reduced preparalion workload on lield by hiring proven bgcprs, 

[7} abilily lo caplure some revenue from bw-value malenal ihal is often 

cun^nlly wasred (Ej^ample: pulpwood from culls and lops or addilional Ions ol 

small roundwood lorolher uses, such as hogluel or added products } 

In summafy, a log markelmg program is expected to be worthwhile lor the slale The 
piogram may or may nol generale a substantial increase in revenue but, in certain 
circumstances such as fuel hazaid reduclion or forest improvemenl, may bs a 
valuable tool lor the state to obtain olher worthy obpctives and improve the future 
income generaling capacily of Ihe land. 
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Chapter 3: Log Sales Accounting 

One ol Ihe key aspects of making Ihis syslem worklo Ihe benelil ollhe slale, ard 
Ihereloie Ihe Irusis, woLikd be lo have an accounljng piDcess in place Ihal would work 
undsrleld condrlcns lorlra::king bolh the bgs and Ihe paymenls Theie are a 
number ol aspecis lo pioperly accouni lor allol Ihe expected costs and revenue 
assocjaled wilh a tog safes program II wouto be imporlani Ihal inlormaljon be reliably 
entered mte an a::counling program as il is cpnerated — in olherxvords, as liinds are 
collected and speni, so Ihal cosls and benelils can be assessed Ihroughoul Ihe 
process 



Ol^c of the teiy ospctts of 

sys«*u worfe ts to havf a 
■pr£>ciss i\^ pLotettifltw^wLcf 

fortrflcfej^kvg both the U?0£ 
Hkl.rf t^f -pflytHJk^ts, 



The system Ihal Ihe slale cunenlly has 
forlrackirg cosls and revenue is Ihe 
TrusI Land ManacpmenI System (TLMS)_ 
The TLMS has aforesi man^emenl 
mcdule designed lo Irack revenue and 
togs or loads of bgs from a limber safe 
This system could easily be modified lo 
also allow enlry ol associated cosls lo 
any parlicular propel, such as harvesi 
cosls. load maintenance, overhead, elc. 



Logs te be sold would be lagged, eilher indivdually or by lol, wilh alnck lickel_ This 
IS alhree-parl lickel wrlh a uniqiK number Ihal can be used lo Irack Ihe varous 
producis from Ihe harvesi sile te Ihe mill as well as Ihrough Ihe TLMS This iraching 
melhocfcitogy is currently beirg used for Ihe limber safe program, and il has worked 
very well II is user Irendly and allows ihe lickel te be Iracked by sale, dale, localon, 
produci lype or sort, invoce number, purchaser, and lickel book The TLMS can 
handle tog safes based on Ions or MBF [Ihousand board leel, Scnbner scafe) TNs 
would facililate InKking because bolh systems of measuremeni may be used on a 
safe [for example, board feel on sawbgs and Ions for pulp) 



To facililale snioolh Ibid operalbns, Ihe slale woukd supervise all harvest ard 
piDcesEing operalions The slale would conlraci wilh a bgcpr and woukd guarantee 
Ihroi^h conlraci ard conlraci adminislralion how Ihe togging wouto be done ard, 
moie importanlly, how Ihe logs woud be processed as far as meelir^ puichaser 
requiiemenls for tonglh, diameler, ttslecl, ar>d so forlh PaymenI lor Ihe logger ar>d 
olherdireclly ass<Kialedcosls would be paid oulof a revolving fund Ihal would be 
crealed as a part of Ihe aulhonzing legislalion All revenue collected under Ihis 
piDgram would cfD into Ihis fund, arxl direcl cosis woukl be paid otil of Ihis fund. A 
balance sheet would be maintained within both Ihe TLWS and SABHRS systems. 
Stale empbyee wages and benelil costs woukl not be paid oulof Ihis lund Costs 
that would be paid incltjde logging, decking, sortir^, bading, hauling, any diiectly 
assHDciated K>ad conslnKlbn or road maintenarx:e costs, arxJ loiest improvement [FIJ 
fees. Fl fees would be assessed to the puichaserfor all sawlogs puichased Fl fees 
are not collected on nonsawlog prodLj::ts_ This fee is set annually and is assessed, by 
statute, on all sawlcgs hanyested oflof slale trust larxJs The fee would be published 
in Ihe announcement for biddir^ and would be colfected concurrent with the payment 
for the logs Annually or on a specified timetable, the revenue within the revolving 
furxJ woukd, except for anticipated operating ej<penses, be allocated to the various 
trust accounts. This albcation would be based on volumes of timber purchased from 
the various trust furds The TLMS would, through the legal description of Ihe 
harvested lands, identify the trusts ihat are associated with ea::h sale, and the funds 
would be attributed accordingly A set and equal percentage ol money would be held 
otri of eachdistribtition to cove rope rati r^ ej<penses 

Each purchaser would sign a log purchase agreement [contract) for each parlcular 
safe frem which bgs are purchased Quantities and sorts purchased woukd be listed 
in the contract The contrEct would spsll out the tog specifications and woukd include 
penaltKS if the spscifications were not met on acerlain psrcent^e of lhe<telrvered 
logs Penalty language woukd be based on the type of product purchased 

Payment lor all logs purchased xvould be required within a predetermined time period 
alter the notice of award has been macfe arxJ the tg purchase contract has been 
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signed- Bid deposits would be required L<>gs would nol be removed from Ihe sale 
area prior lo leceipl ol paymenl Advance payment is required by slalule. A schedule 
specifying amounls and liming lor makir^ paymenis would be partol ihe ^reemenl, 
or I 00^/a ol Ihe bid amouni would be requiied lo be pari beloie any logs are cul 
and^:>r delivered Paymenis can be mads and crediled in Ihe TLMS at Ihe unil, land 
oflce, or bureau level Paymenis would lypically be macfe diieclly lo Ihe bureau, at 
Ihe unil oflce, or Ihiough Ihe loiesler in charge ol Ihe Held program 
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Purchasers would be required lo relurn Ihe 
Irucklckels, wilh Iheir associated weighls, 
wilhin 2 weeks ol hauling the logs. The 

slale would use Ihis weighl inlormalion lo 
dele rm me the a::lual weighl and Ihsrelore 
Ihe aclual revenue lor prodicls sold by Ihe 
lon_ A linal billing xvouki be prepared by 
Ihe slale lo sellle and balan::e each tog 
purchase ^reemenl accouni Truck 
lickets and weighls lor legs sold on a per 
Ihousand basis xvouki also becollecled 
For logs sold on a per Ihousand basis, 
^veighl and scale inlormatjon woukJ be 
used lo dslermire aclual revenue The 
slale may accept miir scale or scale logs 
using slale personnel orconlraci scalers. 
Only weighls Irom cerlilied scales would 
be accepled. 



Tolal we^hl hanyesled may also be used by Ihe slale as Ihe basis lor paying Ihe 
locker The ma|orily ol legging ard woods processing conlracis in Monlana are on a 
per Ion basis This is an accepted way olndoir^ business. II is in Ihe best inleiesi ol 
the slale lo pay by Ihe Ion because ol products Ihal would be required to be 
removed, su::h as pulp or posis and poles, Ihalcannol easily be measured in MBF 
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Loggers hired by Ihe Elale lo harvesi and process logs on Ihese projects would he 
requiied lo secure a perlormance hond before Iheirwork hegjns The amouni ollbs 
bond would he sel eilher prcrlo negolialjng wilh a particular logger or before Ihe 
work is pul oul lor bkd The bond may be Irom a bonding company or be cash or a 
leflerolcredi!, or a small amounl may be pand up IronI and Ihen a specilied amouni 
wilhhekl fiom each paymenllo Ihe logger, which would be appled lo ihs hord The 
logger would also he required lo have and provids proof ol liahilily insurance, vehicle 
insurance, and workers' com pens alton insurance. 
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Chapter 4: Log Sates Versus Timber Sales 

Introduction 

Amid repDrls Ihal sales ol logged producis Jnsleadof safes ol slandir^ limber or 
cutting righls prodiKe more income lo larpdowners, I he DNRC has launched an 
mvesl^alion inio Ihe possible adoption of Ihe sale ol bgged producis insleadol Ihe 
sale of slumpage Produ:^ s^s would necessilale signilicani changes in Ihe 
conlraclual arrargemenis belween slale fores! man^^ers and Ihe companies Ihal log 
and purchase wocd produ::ls from Ihem These arrar^emenls m^hl be calecpri^jd 
as clauses Ihal 

(T) disperse risks belween paries lo IheconlracI, 
{2) specify how Ihe producis will he measured, 

[3) specify limirg for such things as conlraci award, produci removal, and 
paymenl, and 

(4) define Ihe various producis being sold incbar, unambguous ways 
(sawbgs, fence posis, peefer logs). 



Th« Envisioned Change In Policy 

Ralher briefly, Ihe sale ol producis woukd 
occur in Ihe following way The slale 
would manage Iwo or more conlracis in 
place of Ihe slandard limber sale conlraci: 
a lo^irg conlraci and one or more 
produci sale conlrscls Thebidtterwho 
acquired Ihe bgs prior lo bgging woukd 
specify how Ihe logs aie lo becul inio 
producis and Ihe pfice lo be paid lor each 
lype of bg_ The lo^er would he pad on a 
per Ion basis lo han/esi ihe sale aiea and 



A^v-ic' t'Cports t^ot snlss of 

Lcggfid prodkcts Li^KStifliJ of 

SflUs of stt^^vc(Lt^9 tLm.bfir or 

ckttti^g rights prot^t^tfi ™c3k( 

IpvcDtvLf to Lflw,dcwn^Ki^ tki 

t+fl.veatigflttoki. Lki^to the possLbtc 
fli^optbu. of the sole of Logged 
-prod^tts Ln^tefld oftht talt of 
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yaid Ihe bgs lo lardirgs In a standard limber safe conlraci, Ihe buyer specifies how 
much the buyer will pay lor Ihe legs and paymeni is based on Ihe volume (Ions) 
removed- The purchaser is liabfe lor all ol Ihe sale developmeni cosis 

Risk and Value 

The general view of limber and leg 
purchasers is thai Ihey are nsK averse 
Thai means Ihal Ihey are willmg lo pay 
moi^ lorconlrEcIs wUh bwer risklhan 
Ihose wilh higher risk Slandard limber 
safe arrar^emenls disperse risks in a 
varislyof ways Scaling or paymeni lor 
Ihe aclual volume removed redLj::es Ihe 
risk far sampling errors inbsreni in pi^sale 
cruise volumes or in e slim ales of wood 
deleft Some conlracis are^lump-sum' in 
nalure Here, Ihe purchaser bears risk if a 
safe culs oul shorl (Selfers Ihal use lump- 
sum conlracis often spend more money 
increasing Ihe accuracy of sale volume 
eslimales wilh more inlensive sampling.) 
Some conlracis have prke escalalion 

clauses or aulomalic adjuslmenl in slumpacp prices in accoidance wilh changing 
markel pri::es, which cccur after Ihe conlraci is awarded and prior lo removing Ihe 
logs Here, Ihe buyer and selfer share ihe risk lor changing markel pri::es 
Arrar^emenls siKh as Ihese will lypically increase slumpage prices over conlracis 
wilhoul escalalion clauses Risk is also dispersed by a variely of conlraci clauses 
Forexampfe, lilfe lo limber may chancy al ihe lime of felling Thus aforesi lii^ Ihal 
consumes decked logs produces a loss lo Ihe buyer, while one Ihal destroys 
slanding limber in Ihe safe area creates a bss lo Ihe seller The lime requiiemenls 
for limber safes can also aflecl valiK For example, il a limber purchaser acquires 




Dflaiaion Irom Spnjcf Budwccm 
Gallain Naional Forasl 
PholoccKjrfe&yoUhe U S Fofe&1 Ser^ce 
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lifnber in a weak markel bul has several years lo complele logging, Ihe oppDrlunily lo 
capilali^on fulure markel condilions can easily alleclihe bkl Shorl-lerm conlracls 
cton'l alk>w bkiders lo caprlali^ on lulure markel condilbns_ In addilion, short-lerm 
sales may make il moi^diff cull lor mills lo orcheslrale iheir supplies 

lllhe DNRC adopis prodLj::l sales, il would necessarily change Ihe risk parameters 
lor Ihe wood being sold. In some cases, Ihere wouki be less risk lor purchasers, and 
in olher cases, Iheie may be more. Buyers wouti be more assured ollhe produci 
conlenlolthe loi^sl after limber is felfed anJ bucked Ihan before felling However, 
once Ihe logs were felled, Ihere would be gre ale r concern wilh gelling Ihe producis 
out of Ihe woods lo avoid loss because of insecis and decay Buyers may nol be able 
lo lime togging wilh markel condilions orlo meel particular supply concerns ol 
indivklual mills or purchasers Al Ihe same lime, buyers of lelled produDls wouki nol 
lake on Ihe risks assc^ialed wilh bgging because of wealher, terrain, and em^rs in 
loc^ir^ cosis eslimales The WADNR apparenlly puis a tol oleflorl in ihecmise 
eslimales for lis produ::l safes There couti be some Iraining and manpower 
development needs lo do Ihe same heie in Montana More intensive cruising would 
inci^ase safe preparalion cosIs 

Pfoducts Measurements and Value 

ForesI manacprs are now working wrlh a number ol producis measui^ments PosI 
and pDle yards buy malenal by Ihe ptoce wrlh measuremenls based on small-end 
diameler and tonglh Some purchasers and sellers are working wrlh weighl 
measuremenls for roundwcod prcducis, while olhers are working wilh board-foot 
measures or even cubic-foot measures A varislyof faclors seem lo be inlltKncing 
fhe charges in measuremeni units Hanyested trees are smalfer in si^ than was Ihe 
case a few decades ^o, and tog scalers are nol as readily available as was Ihe case 
m Ihe past 

The board-fool measure was designed logive a good indtoalorol Ihe commercial 
conteni of a bg_ It was deve toped to facililale Irade and, no doubl, helped develop 
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Ihe maftels lor limber BuyerE could easily eslimale Ihe piuducl yield ol standing 
limber. In receni limes, Ihis has meani Ihe eslimalion ol "overrun" because a 
Ihousand boaid leel ol standing limber is lypcally converted inio more Ihan a 
Ihousand board leel ol lumber or related produ::ls. The Scribner log measuit used in 
Monlanawas cfevebped lor mLj::h largsr limber Ihan is common loday Thai ia one 
key reason behind the ovenun phenomenon The DNRC currenlly cruises in board 
leel bul sells by Ihe ten by using board leel per ten conversion laclors Leg 
purchasers h^ve te eslimate Ihe quanlily and qualily of Ihe linjshed piuducls, which 
wilJ be produced by Iheir mills, in order Id bid on tags or slanding limber. Theie may 
slill be ovemin as a resull ollhe conversion lacters 

Changing to pioduci sales Irom slumpage salss would change Ihe way Ihal buyers 
Ihink aboul measuremenis Currenlly, ihe buyer musi eslimale Ihe Imished producl 
yield [lumber, chips, vereer, and so lorlh) lium slanding limber Uncterlhe proposed 
policy, Ihe buyer musI anicipale how Ihe logger will cul lo Ihe buyer's specilcalions 
andlhen eslimale Ihe linished produci yisld Allhough Ihis poini may seem sublfe, 
Ihe proposed policy chaises Ihe log use incenlives A briel took al ligure I should 
help clarily Ihis poinl_ 
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Log value is a diminishing lunclion ol bg qualily_ Log value is ralhercompfex and is 
really a mullidimensional phenomenon, bul Ihe ma|orlaclor3 are diameler, lomi, and 
delecl The tower hDrizonlal line represents legging cosis for a given unil in a limber 
sale II, lor exampto, Ihe logger is pand $20 a Ion lo pul logs in a landing, Ihe toggsr 
will pul all ol Ihe malenal in Ihe landing Ihal cosIs fess Ihan Ihallo fell, buck, and yard 
lo Ihe landing This is repiesenled al point Aon Ihe graph 

The poini ol marginal use eflciency under Ihe curreni policy is repiesenled al 
poini B_ When buying slumpage when Ihe buyer is liable for bgging and pays for 
slumpsge based on a scale, Ihe cosllothe purchaser is loc^ir^ cosi plus slump^e 
price Here, any volume of logs lower in qualily Ihan B wiH cosI more lo acquire Ihan 
Ihey are worlh Thai is why Ihe culling or bilking specilicaliDns aie so imporlani lo 
slumpage purchasers As a resullof Ihe changes in use incentives, it is reasonable lo 
ej<pecl Ihal produci sales would ytold higher volumes of limber removed bul thai Ihe 
averse qualily xvould be lower 

Under lbs curreni policy, timber purchasers lypically inslncl loggers how lo cul oul a 
sale No Iwo purchasers v^rill lypically create Ihe same tog mix oul of a given sland of 
limber or limber sale Mills have differeni requiiements al different limes BLj::king 
instructions are aoDlherway ol "economizing'- Prodicl safes would lake away Ihis 
form of economizing from Ihe produci buyer and put il in the hands of a Ihiid-party 
locker (II is assumed thai togging would be done by alhird parly, although there is 
no reason lo belfeve Ihat a product buyer may nol also acquire Ihe legging righls ) II 
Ihe lo^er is paid by Ihe Ion (a piece-rate conlracT), Ihere woutol be grealer volume 
cul from an area Ihan wouti be Ihe case ol a scaled sato The value elfecis lesulting 
iium shafts lo prodt^l sa^s fiDm slumpage sales associated wilh produci 
measuremeni seem lo be counlenyailir^ A togging conlraci wilh paymeni lo Ihe 
locker based on Ihe piece wouto resuH in more losing volume ODnlranly, when Ihe 
produci buyer woutol have prcduced a differeni mix of bgs when buying stumpage, 
loss of lbs opiion to bick al Ihe pioduct buyer's discielbn, olherlhir^s equal, would 
rediKe Ihe aver^ie value of the timber 
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Shiflir^ liom curreni policy would affecl bidding in anolher way Under curreni 
bidding afrangemenls, biddsrs dislribule Iheir bkl prices among classes ol speces 
Forejomple, il Ihere are two species on a sale, Ihe bidder places a bid on Ihe 
eslimaled volume ol each species Even il Ihere is a small cmise enoron Ihe lolal 
volume (lolal populalion), Iheie will necessarily be a larger sampling enoron each 
subpopulalbn. II pays bidders lo increase Ihe a::curacy ol the sale volume eslimales 
on each species class so Ihal Ihey may place any overbd on Ihe speces Ihal would 
shorl seals, (hereby minimizing Ihe amouni Ihal Ihey will aclually pay lor Ihe limber- 
Selling producis by a bid on each class ol prcducls would polenlially remove Ihis 
buyer siralegy 



Measurements — Just What Is a 
Stud Log Anyway? 



A number of calegoriss have been 
devebped lo describe limber and wood 
producis Those categories includs Ihings 
like 'number one sawlogs", "peelers', 
"sludbgs', 'pulp wood', "houselogs", 
"posis', "rails', "ulilily poles', and Ihe like. 
The lines Ihal separate Ihsse groups of 
prodicls are ralher fuzzy al besi (cerlainly 
hard lottscipherfrom a computer 
keyboaid) Vellhal is whal a slate 
forester does wilh a limber safe — creale 
Ihese prodiKl calecpries Alimbersafe 
can yisid an endless mix ol producis, and 
howlhese producis are "im^ined' wiH 
affecl Ihe tolal sale value. Tbsre will be 
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some who will aigue Ihallhs sale should maj<imize Ihs volume of producis (Yes, 
Gtftord Pinchol is alive and well in Ihe DNRC ) Tteie will be Ibose who argus Ihal Ihe 
product mix should maximize Ihe relum lo Ihe Irusl fund {whife al Ihe same lime 
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leaving Ihe gDod old growlh lorihe birds'! In order lo do all ollhis, Ihe slale will need 
product prices and some kindol ahernalive prodiKl y»elds as xvell as a modsl lo 
maj<imjze Ihe revenue ollhe sale by cutting Jnlo Ihe righl pioducl pilss Appraising a 
produci sale may lake quile a bilol doing 

Evaluating Product Sales Versus Stumpage Sales 

There are several Ihings lo consder in evalualmg Ihe acbpljon ol prodicl safes 
instead ol slumpage safes First, ihere are some of Ihe prllalls lo evalualion 

Pillall 1_ Higher ave rage pT}ce& go ns: nscessanly :r'eci^ \gf-*e! .'e^.rrhj to 
tfiGlnist, 

Pitfall 2. Higher cut \/oiumes da not necessanSy mean hgher returns io ihe 

trust 

Each ollbsse poinis <feserves more discussion Slumpage pree or Ihe price paid lor 
slanding limber is a trended pifce . For eKampfe, il a buyer bids and pays $200 per 
Thousand board leel {or %25 a Ion) lorihe Doi^las lir in a limbsr sale, Ihe valiK 
rellecis whal Ihe bdder is willing lo pay lor all of Ihe Douglas fir removed Irom Ihe 
sale Some of Ihe logs are worth more than olhers dependir^ on si^, logging syslem 
empbyed, va^Jingdislance, and wood quaFity The sefler can influence Ihe price paid 
for slumpage by making decisbns aboul merchanlabilily (log Isnglh and small-end 
diameler specifcalions) as well as whallrees lo include in Ihe safe T^l^al happens 
lo Ihe price if a helbopler unil is feft out, or whaE happens ta Ihe prke if Ihe bees are 
Ihinned from above or Ihinnsd fiom below'?') The buyer of stumpage can inllusnce 
whal Ihe buyer pays by managing Ihe culling specifications For example, cutting a 
liee inio longer togs may reduce Ihe valiK of each log but inciease Ihe lolal volume 
used 

In comparing safes of slardirg timber wilh safes of logged pioducls, th& state mtist 
make sure that ttfs making \/al}d compar^ons. Companng average nel income per 
Ion from produci sales conlracis (prodiKl safes income per Ion less togging cosis per 
Ion) wilh slumpage prices per Ion is not a valid comparison Even i! ihe same trees 
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v^ereso!d, wou!d they be logged and cut m Ihesame uvay^To pul il another way, Ihe 
DNRC musi make sure Ihal il<toesn'lcreare anoperalbn in which il changes Ihe mix 
ol products in a way Ihal adversely affecis Ihe relum lo Ihe IrusI by increasing Ihe 
pulpwood hanyesi al Ihe expense ol some olher more valuable pioducls 

Because Ihe slale would pa/ lor legging on a psr ion basis, any increase in use 
would necessarily resull in higher lolal logging cosls overcun^nl slumpage sales 
amingemenls PaymenI per Ion is a p»ece-rale conlraci, nol allal-raleconlracl_ The 
logger willcjsl paid lor Ihe amounlol wood pFaced fn Ihe deck The use incenHves 
should Insult in a greater volume lo^ed even il ihe bg buyer sels oul ihe culling 
specilicalbns Because Ihe buyer will again pay a blended price lor each produci 
class, Ihe h^her volume will rol recess an ly p reduce more sale income. Nel sale 
income will increase only il_ 

(1) Ihe volume increases wilhoul a change in nel value; 

(2) Ihe nel value increases wilhoul a change in volume, 

(3) Ihe percenlags inciease in nel value exceeds any percenlage decrease in 
volume; 

(4) Ihe percenlags inci^ase in voFume exceeds any percenlage decrease in 

nel value- 
Finally, Ihe olher perhaps more sublle poini regarding Ihe evalualcm ol prodicl safes 
versus slumpage sales revolves around Ihe manner by which Ihe DNRC loreslry is 
budgeled Currenlly, a signilicani porlion ol Ihe DIsiRC bucket comes Irom eannarked 
liinds Irom Ihe limber sales II Ihe stale eKpsriences h^her cosls in managing 
product sales as opposed lo slumpags sales, Ihese h^her cosls could evenlu ally be 
passed lo Ihe Injsl beneliciaries Ihrough h^herearmarited lunds_ ThalcoukI mean 
Ihal gross income may increase wilhoul nel income necessarily increasing Thus Ihe 
Irue acid lesl lorevalualing prodicl safes is Ihe impaci on rel income lo Ihe Imsl 
beneliciaries 
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Conclusions 

The DNRG has aconstilutfinalduly lo invesligale ways h> increase returns lo the 
various fandlmsfs Ihal il manages Selling producis instead of standing limber may 
prove lo be a beller source ol income There may be more compelilion lor various 
produci groups Ihan lor slanding timber There may he lewer risks lo buyers lor 
produci sales Ihan lor slanding limber sales Al Ihe same lime, Ihere may be new 
risks assocjaled wrlh produci safes Furlhermore, ihe evaluation ol Ihe revenue 
aspecis ol produci sabs is nol an easy proposilion because Ihere may be changes in 
use and price as well as changes in Ihe cosis ol managing produci sales versus 
timber safes As a resuH, acarelul sel ol pibl sales should be sludied carelully beloie 
there is a broad adoption ol this melhod ol timber disposal This approach lo timber 
disposal woufcJ increase Ihe returns lo Ihe trust lund However, there are pitlalls, and 
the state shouhj do agcod |ob in evaluating some pilot safes before making a 
pennanent shill in policy 
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Chapters: Economic Impacts to the Local Industry 

The DNRC is seeking fegislalive aulhorily lorlhe abJIily locondiKl conlraci logging 
anddiiecl safe ol bgs on a pcrlion of ils annual sustained yeld The cuneni annual 
suslained ybld is 53 2 MBF Currenlly, Ihis volume largsl is melenliiely through Ihe 
Iradilbnal sale of slump^e liom slale Irusl lands The DNRC is seeking the tlej<ibilily 
lo sell up lo 10% ol this volume (appioj^imalely 5 MBF) through a conlraci 
tigging-'direcl sale ol logs approach When viewed in Ihe conleKlol Ihe annual 
slalewide harveslol approximately 700 MBF, Ihe proposed 5 MBF thai could be 
harvested using Ihe conlra::l togging approach represents approj^imalely 75% ol 
Ihe annual slalewkts limber harvesi fevel Given Ihis scafe, ihe economic impacis te 
local induslry are likely te be minimal 

Although Ihe economic 



perceplton or relevance of 
Ihese impacis will depend on 
Ihe individual views of Ihose 



impacis lotocal industry are WhfL^vlfiWfd fkv t^e tpw.tcxt of tht 

likely te be minimal, Ihe d^^ual £W«wLiJ( ^OfVCSt of 

Oppr^ALkuiltcLu ^00 M"&Fh till pr^^Sjd 5 

coi^trfiitt U?3&Li^g opproocrti KipriSjutta 
likely lo be ^cled The flpprD^L™ci«LM 0.?5? ^tk^ &v^v^u(il 

mos. likely partb. lo be itfltCWii^C tL^bcr tiflr^m Uvd. 

affected aie kdenlifisd below 

atrng wilh polenlial impacis 

(1| Contract Loggers -These are toggsrs who conlraci only wrlh tog and/or 
landowners lo harvesi Iheir limber, bulnfc nol markelihe logs Irom Ihe sato The 
logger is paid a per unil rate [dollars per MBF or dollars per Ion) lor harvesling, 
pnKessJng, and sorting Ihe logs aT Ihe harvesi site bul is nol involved in Ihe 

Iransporlalionor markeling of Ihe logs lo various mills 
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Undsrlhe conlracl lo^irg approach, conlraci loggers musi be able lo qualify 
lor slale legging conlracrs Qualilicalbns may includs bul are nol IJmiled lo 
bor>dir^, workers' com pen sarjon, liabilily insurance, performance crileria^ 
equipmenl mi>L, elc 

The conlraci losing approach may be an acklilional source ol conlraci 
revenue and profit lor qualified taggers who can operate eflcienlly wilhin Ihe 
DNRC's safe requiremenis The conlrEcl Icgger wouti be able lo submrl a bd 
lo be pad for han/eslirg operalbns and possibly Iransporlalioncosis for 
haulir^ sawtigs lo varbus mills 

(2) Independent Logging Contractors ^Lo^er- Purchaser- Conlraclor) —This 
includes bgcprs or puichasers wI>d log Ihe sale Ihe m selves ard I hen broker, or 
markel, Ihe tags lo various mills, specially operalions, or manufaclurers 

In Ihe iniliaT slarlup of Ihis approach, some of Ihese individuals may be soughl 
as consullanis lo help Ihe DNRC establish eflicieni ways ol selling up the 
conlraci lo^irg.'direcl safe of logs prcgram Some may view this as direcl 
compeliliDn, while olhers may vew il as a business opporlunily and addilional 
souice of income However, ihe lelalively small amouni ol volume (5 MBF) 
Ihal Ihe slale would pul up lor sab each year usir^ Ihis approach is likely lo 
have minimal impaci on these individuals 

(3) Log Brokeis -These are individuals who eilher purchase bgs from various 
lockers ard Ibsn markel Ihe logs lo avarislyof mills or have a conlraclual 
arraf^emenl wilh various bgcprs lo markel Iheir kxps lo avarislyof mills for a fee or 
peicenlage of Ihe safe Because some bgcprs and mosi small pnvale land:3wners 
choose nollo maritel Iheir own togs^ ihey mayelecllo use Ihe services ol a log 
broker- 
Some tog brokers may vtaw Ihe proposed direcl sale of togs by Ihe slale as 
being in confliclorcompelrlDn wrlh Iheir sen/ices However, afler a preliminary 
revtow, rl dees nol appear Ihal many or any slale limber safes or permils are 
soti lo leg brokers Mills and indeperdeni legging conlra::lors purchase Ihe 
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vacl majority of Ihe stale's safes, so Ihe JmpacI lo (hese individuals is eKpecled 
lo be minimal. 

(a) Log Processors -This inciudss various mills or manufaclurers who process and 
converl lound bgs inio anolherlonn (lumber, pulp, Ivjuse logs, beams, elc ) lor 
inlermedjale orljnal use by consumers 

These (acJIilies currenlly buy slale limber sales and ll^n conlrsci wilh a logger 
lo hafvesi Ihe limber safe accoiding lo Us specilcalions The mill Ihal 
purchased Ihe limber sate uses Ihe legs Ihal meel lis prelened produci 
specilrcalbns (logs Ihal lis mill or lacilily is desgned for) The logs Ihal do nol 
meel lis specifcalions are eilher shipped lo anoll^r facility owned by Ihe 
company or sold lo anolher mill MosI mills remarkel or sell unwanled tegs as 
a pari ol lis revenu&'prolil slream Mills Ihal lemarkel or sell a considerable 
amounlol unwanled legs may view Ihe slale 's proposed direcl bg safe 
approach as culling inIo rls profrl margin However, some mills or specialised 
lacilrles may view rl as a benelillo purchase only ll^ tegs Ihallhey wanL, 
Iheieby avoiding Ihe cosis and lieadaches ol handling and remarkeling 
unwanled material Again, Ihe impaci lo any specific mill is likely lo be minimal 
because Ihis direcl marketing approach woute involve only 5 MBF spread 
Ihroi^houl ihe slale 

(5) Industries Ihat directly or indirectly support the forest products industry — 

This may inclucte indirecl impacis on SLj::h enlilies as Iruckers, equipmenldsaters, 
servtee vencters, wekters, tecal shops, and olhers 

The tocal economy ol any given aiea would likely see lillte diHerence wilh Ihe 
proposed imptemenlalten ollhe direcl sawlog markeling approach Local 
busriesses woukj slill provhls much ollhe same malerials and services no 
mailer who di reeled Ihe harvesling and sale ol ll>5 sawbgs Tlie companies 
actuary doing ihe hanyesling workwoukJ likely use Ihe same tocal servbes 
and supporl 
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Chapter 6: Log Quality and Quantity Considerations 

The DNRC has undertaken a sludy lo delermire Ihe leasibJIHy olconlracling bgcprs 
lo harvesi and piDcess limber from slale Iriisl lards and lorlhe slale lo Ihen directly 
markel Ihe logs lo varjous mills oroullels This porlionol Ihe sludy allempis lo 
idenlily polenlial logqualily and quantity concerns ej<pressed by some members ol 
[he lore si pioducts irhduslry- 

There are a number ol issues and concerns Ihat potenljal purchasers ol slale- 
processed logs have denlrled in lerms ol making sure Ihal iheycjsl whatlhey have 
bid on and paid lor This may alfecllhe revenue generated by Ihis lyps ol safe 
because all ol Ihe issues listed bebw could inlluence Ihe price that a polenlial bidder 
is willir^ lo pay The DNRC will need lo consider and address Ihese issues during 
Ihe biddir^ process as well as Ihioughoulihe harvest operations. 

The eight issues raised by some industry representatives are summarized in Seclbn 
A hetow Section B contains inlormalcm on how Ihe WADNR has addressed some ol 
Ihe issues and Ihe potential solutions or options conskdered by the DNFtC. 

A. Issues^Concerns Raised by Some Industty Representatives 

(1) Purchasers ol logs liom direct sales have no control over the liming ollhe 
delivery of logs and/or Ihe specilc bg manulactunng requirements ol those 
bgs Timber sale purchasers [manulactunng lacililes) prefer lo control their 
own bg delivery schedules ard lo merchandise Ihe togs lo Iheirown specilic 
Lac i lily needs and specilcalions 

(2) Ab a general rule, slale loreslefs administering Ihe direct bg sabs have 
litlb lo no understand irg ol Ihe specilic needs ol individual mills of plants in 
regard lo Tnanulaclunng their respective product In coniparison, loreslers 
empfciyed by the individual purchasers ad minister I heir contractors or delate 
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lo Iheir supplisrs Ihe ej<acl merchandising specilicalbns requiied by Iheir 
facility. 

(3) InWashir^lon, Ihe WADNR sefecis Ihe lowesl bnlderor" besi bkJ', which 
is often aconlraclorlrom adiftereni region ol Ihe slale Ihan Ihe safe bcalbn 
and Ihe manufaclurer puichasir^ Ihe logs This conlraclorlrequsnliy has no 
icbawhal type ol prcduclor the specilicalbns required by Ihe purchaser in the 
areaol Ihe limber sale. The purchaser ol Ihe logs is al Ihe lolal mercy of tl^ 
slale kireslerlo have Ihe fogs merchandised lo Ihe purchaser's dssiied needs 
This concern by purchasers has led lo adiscouni on slump^^e bkJs for Ihe 
logs in Washington 

(4) Theie is a concern among purchasers of whal lypeof syslem lbs slale 
would use lo dslermire paymeni for Ihe producls Irom Ihesedirecl log sales 
A "Third Party (buieau) scaling" system as used m Washington would be 
prcfhibilively expensive in Monlana The slale would need lo workoul some 
lype olequilabfe measuremeni syslem lor slump^e Ihal worts for bolh Ihe 
slale and the purchasers 

(5) All mills would scale logs and have length, lop diameler, and qualily 
deduclbns as well as culls Wilh lockers gelling pakd by Ihe ton, Ihey would 
gel as much on the Iruck as Ihey Ihink they could gel away wilh Monlana 
loggers already do Ihst, and one even owns pari of a mill^ How wilf this gel 
reconciled wilh Ihe tons thai Ihe slale expects logsl paid lor? Do mills use 
Iheir weighl factor or Ihe slale's"^ WHI mills beej^pected to hold toads for a 
slale scaler or sale adminislralor to review'^ 

(fi) Mills have problems wilh missorls, and il seems Ihal Ihe likelihood lorlhis 
will be greater wilh more sorls Do bgs gel held ard relurnedor processed al 
somenJefauh safes price'? Do Ihey have lo gel held unlil logger, hauler, and^:>r 
sales repiesenlalivecan verify a missorl"^ How does Ihe purchaser interact 
wilh Ihe fcigger and^:>r hauler when Ihere are probfems? 
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(7) ToKking has become a hugs issue — Ico many loads lo move and nol 

enough Irucks lo gel il done in a limely lashjon The increase in Iruckir^ cosis 
has exEcerbaled Ihs probfem Whal sleps will Ihe slale lake loensuie Ihal 
logs are moved prior lo qualily probfems arising, i e , bluing in todgepofe and 
pondeiosa pine in Ihe early summer"^ Pyramid's dslauH prce lor blue pine is 
aboul hallol green price Will all green loc^epole and ponderosaconlracis 
have proviscm lor blue logs'? 

(8) Will Ihere be a guarantee by Ihe slale ol Ihe advertised volume eslimale'^ II 
cs very difficuH lo plan lor a log delivery schedufe al individual manulacluring 
lactlilies il Ihe voFume eslimale ts unreLiable. 



B. WashfngEon DepsrEment of Natural Resources and fUfontana Department of 
Nalural Resources and Conservation Considerations 



(I) The WADNR has addressed Ihis concern Ihrough lis adoplbn ol a 6-monlh 
price commilmenlfor Eccepled bids This gave purchasers some assurance 
as lo when Iheir logs woukd be delivered The WADNR also wants lo hanyest 
and markel bgs wrlhin a reasonable limelrame lo be able lo respond lo 
chaffing markels and meel conlracl commilmenis 

One approach considered by Ihe slale is lo 5ell logs as slanding Irees and 
Ihen prccess lbs logs When slanding liml}er is sold, Ihe bid submilted b/ 
polenlial purchasers would contain Iheir preferred culling specilicaljons lor the 
particular leg sorl oHered A sorl is ttsrived bascally Irom a selof 
specilcalions A log woukd need lo meel all of lbs specilicailons lo be 
included These specilcalions are lypically species, diameler, lenglh, amouni 
of dsfecl, siraighlness of grain, and numl]er and size of limbs. Altawing 
purchasers lo specify Ihe manufacluring lequiremenis would give bidders a 
higher degree olcojnfofi thai Ihe logs Ihal they are bidding on would be 
processed lo their requiremenls The alale would incorporale Ihese 
specifi::alions as pari ollhe log purchase conlracl belween Ihe purchaser and 
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Ihe slale A prbrity system would be eslablished whereby Ihe h^hesl value 
sorts would have preference over lower value sorts As Ihe sorts work toward 
lower value, Ihe specifcalions cjsnerallycjsl broadsr, allowir^ a widsr mix ol 
log ler^lhs, diamelers, delecl, elc_, lo be included This would compensate for 
Ihe specific specifcalions of Ihe hgher value sorls and would prevenlwaslirg 
ol wood These specifcalions woukd also be part of Ihe tagging conlraci 
belween Ihe slale and lbs lo^er hired lo hanyesi Ihe sale Qualilyconlrol by 
Ihe slale would mainlain a high percenl^e of logs meeling Ihe preferred 
specificalbns The slate would also be responsive lo char^ir^ purchaser 
requirements over lime 

Log delivery schedufes would be planned lo slay concurrent wilh Ihe harvesi 
operaljons Log purchase ^reemenls would call for delivery of Ihe purchased 
volume generally wilhin 3 monlhs of Ihe effeclive dale The concern of ihose in 
Ihe industry Ihal Ihey could rrol gel logs when Ihey wani or need Ihem may nol 
be applicable because of Ihe relalively small amount of volume involved and 
Ihe abilily ollhe slale lo closely monilor trucking schedufes lo meel conlraci 
oblgalions This program would be limiled lo a maximum ol I 0% of Ihe slale's 
annual suslained yield harvesi volume Currently, Ihal woukd provide a 
maximum of 5 3 MBF a year for the program If Ihe slale were lo harvesi Ihe 
maximum each year, il would amouni lo only approximately 75% of Ihe 
roughly 70D MBF han/ested annually in Montana. 

(2) The WADNR has made and conlinues lo make efforts lo learn whal 
customers want II lalks wilh mills in Ihecpneral area of proposed safes and 
wiy modify a sale if necessary lo mahe il more allrEclive lo polenlial bkJdsrs 
lis on-lhe-ground foresler works cbsely wilh purchasers and Ihe kx^rlo 
make sure Ihal bgs are beirg produced lo Ihe purchaser's salisfaclbn- 

A big pari of Ihis prcgram would be keeping lines of communicatk>n open lo 
mills, fcigcprs, consuHanls, elc , so Ihal the slale can be responsive lo irduslry 
requirements and changing markelcondilbns- Tlie slale has several foreslers 
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on slaff wUh e>Lper>5nce workir^ diieclly lor privale induslry and/or acling as 
consullanis selling togs lo Jn-slale mills of all lypes MosI ollhese loreslera 
have mainlained or e>Lpar>ded IheJr lislol induslry conlacls since coming to 
work lor Ihe slale. They are familiar wilh Ihe qualify control sfandards required 
by indusfry, and f hey would be e>Lpecfed fo meelfhem as a part of thjs 
program The forester chosen to head up this program for the state would be 
chosen based on experience ar>d abJIily todo the pb. 

(3) The WADNR is addressing this problem by working very cbseFy with 
purchasers to make sufe that logs are being processed correctly It believes 
Ihat it is making progress because reaction from purchasers has been 
posrtrve It is also prequalifying contractors and is making efforts to have them 
committed to hanyesting a particular safe within specifed timelrames and to 
meetir^ quality control requirements 

The state intends to prequalify bgcprs for this program Prequalified bgcprs 
would then have the opportunity to bdon each direct kxp sale project The 
state would reserve the rghtto select the most qualified bidder based on price 
and otbsrfaclors- 

(A-) The WADNR uses third-party scaling organizations to scale the logs This 
is standard practice in the western Washington area. 11 does not plan on 
char^ir^ this approach unless industry standards change 

The state anticipates usir^ a payment system based on tons. The state has 
successlully used payment by the ton for all ol its limber sales lor several 
years. Payment by the ton would folbw the same process that the state 
currently uses All loads of togs would be required to be weighed on state- 
certified scales The empty truck is also we^hed so that a Irue weight for the 
logs can be determined Conversion factors, the lactorto convert from tons to 
MBF, can be calculated for each product category as part of the state's timber 
sale cruise prccess Past experience has shown that the state can calculate 

27 



conversion laclors wilh a high degree ol accurEcy Conversbn laclors would 
be assessed thniHughoulIhe process lo gauge ^curacy ard reliabilHy 

(5) The W AD NR generally <foesn'l have any probfems wilh difleiences in scale 

because of Ihe use of Ihird-party scaling organizalions 



lills do sample scaling lo delermine ihequanlily and quality of Ihe pioducls 
Ihatlhey are gellirg The slale would also have qualified quality control staff 
work with the sale forester to ensure proper log manulacluring and sorting A 
cooperative effort between Ihe purchaser and the state to assess log quality 
would albwthe state lo quickly address problems In the evenlthat Ihere is a 
verifiabb, s^nifcanl difference belxveen the conversion factors advertised by 
the state and the conversion factors determined by the purchasing mill, the 
state would negoliate a solution To reduce these concerns, the state would 
have the mill's pieferred culling specificaliDns, for each sort purchased, 
included as part ollhe lo^irg contract Also, penahes to ihe bggsr would 
result if the ledger did not meelthe requirements of the contract. AddiliDnally, 
loggers woukd be veiled in the process described above, and this xvould help 
lo ensure qualily 

(6) Washington fciggsrs are familiar wilh doirg numerous sorts on a propel 
The loggers in Ihe regbn have learned lo handle mulliple sorts, and their 
bader operators, or whoever is doii^lhe sorting, will work wilh Ihe WADNR 
and/or Ihe log purchaser lo delermine whth specilic sort characteristics are 
crilical lo making proper choices when sorting logs on Ihe landing In these 
pn3|ecls Ihe WADNR safe administrator determines Ihe spscificatbns foron- 
Ihe-ground sorling Theie is a learning curve associated wrlh this, bul Icggers 
in any given area are now e>Lpecled lo be lamiliar with local requirements This 
is veiled Ihroi^h Ihe conlrKlor qualification process. The logging contractor is 
responsible lor log missorts 
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The slale sale adminislralor woufcJ address Ihs polenlial problem of missorled 
logs by working closely wilh Ihe quality conlp:>l foresler, Ihe bg^r, and Ihe 
purchaser's represenlalive The slale recognizes Ihal h has ihe res pons ibJIily 
fD provkte Ihs producis spscilied in Ihe log purchase conlrEcIs and would use 
Ihe resources necessary lo deliver ihose products The purchaser's 
repiesenlalive woufcJ be able lo inspect decked tags al ihe represenlalive's 
discieljon prcrlo haul lo ensure Ihal Ihey meel ihe purchaser's specilicalions 
in IhJs way, problems coukl be addressed quickly. 

(7) Washington currenlly does nol have a log iruck shorlage, and the lypically 
marrtime climate works lo Ihe WADNR's advanlage when tags cannolcpl 
hauled in alimely manner 

Log Iruck availabilily wouH continue lo be afunclion of Ihe maf>el_ The slate 
would nol enler Ihe Irucking busmess, nor aie any on-call agreemenls 
planned The slale would conlraci wilh a bg hauling company, either ilseHor 
through Ihs lo^er, lo haul logs to ihe various purchasers' mills usii^ slandard 
induslry praclices II a concern arose Ihal logqualily mighl deleriorale lor 
cerlain sorls, Ihe slale would prioiilize Ihe log haul schedule by soil The Glare 
would nol pay over and above slandajd haul rales lor Ihe deliveiy o( logs sold 
uncfer this progiam 

<B) The WADNR completes Ihe harvesi pnarlo seSing Ihe togs_ In Ihis way^ il 
can make an accurate volume estimale prbrlo offering the producTs for sale- 
Depending on Ihe approach taken by the slate, llie slale woukl need lo work 
wilh Ihe foresi producis induslry lo address IhJs issue and Lo lind an equilable 
solutEin. 



T^ 
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Chapter 7: Contractor Quolifications 

When vbwjng Ihe polenlial range of limber harveslirg conlraclors Ihal m^hl have an 
inleresi in compiling a Statement of Ouaifffcatton (SOQ) lor conlraci harvesling, Ihe 
Monlana Logging AssocJalion (MLA) esljmales Ihal Ihere are well in eKcess of 600 
independsnl loc^ir^ conlraclors in Ihe Slale of Monlana Ihal are engaged in Ihe 
harvesling and Iransporlalion of logs Irom fores! lo mill. 

Some conlraclors log, some haul, some bg ard haul while olhers are specially 
engagsd in endeavors such as ground- skickdir^, line- skidding, helicopler-y aiding, 
log-bading, road con slrucljon, or slash piling Regaidless of whal kind of operalcms 
Ihey perform, il is importanl lo remember Ihal Ihe inaprily of Ihese conlraclors are 
small business folks Ihal operate family-owned businesses. 

Therefore, il will be necessary lo remember Ihal the SOO should not contain 

unnecessarily burdensome requiremenis Ihal are oflen demanded of corporale 
enliliss orgovernmeni bureau::racies 

The SCQpiovided by Ihs WADNR can easily be modifed lo meel Ihe needs of Ihe 
DNRC, and ralherlhan duplcale lis provisions in Ihis reporl, it is recommended Ihal il 
be Ihe template fordesgning an SCXU for Montana 

Furlhemiore, the Accredited Logging Professional (ALP) prcgram developed and 
administered by Ihe MLA has qualifying provisions wilh respect lo minimum fevels of 
insurance, safely Iraining and compliance, and environmenlal performance 
requirements — such as Monlana' s Be si ManagsmenT P radices (BMPs) and 
Sireamside Management (SMZ) law — Ihal are also worlhy of cons icfe ration 

TKs subgroup is nol suggs sling Ihal partcipalion in Monlana' s ALP program be a 
qualifying requirement because Ihere are some good legging conlra::lor3 Ihal have 
resisled paiTicipalion hionelheless, Iraining wilh respecl lo Monlana's BMPs, SMZ 
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law, and Hazardous Fuels Reduclion Ac! musi be included in Ihe qualifcalion 
process and required ol all apple anls 

The subgroup also suggests ihal "releiences' from fore si landDwrers or agencies 
can be an effeclrve way olevalualirg a togging conlraclor's pasi performance and 
further suggests Ihal compliance wilh all relevani provisions of Ihe SCO musl apply 
lo all subconlraclors Ihal are used by a prime conlracTor 

In conclusion, Ihe subgroup believes Ihal Ihere is a sufficient cadre o( timber 
harvesting professionals in Ihe Slate of Montana la meet Ihe needs ol HJR 33 and, 
further, that there are suffcieni programs in piace in Montana and elsewfisre to 
desc|n aconlractor qualificalion process that is fair, impartial, and balanced. 
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Appendix A 



BILL MO. 



IMTRQDUCEDBY 

(Primaiy Sponsor} 

BY REQUEST OF THE ENVIRONMENTAL QUALITY COUNCIL 



A BILL FOR AN ACT ENTITLED: "AN ACT CREATING THE CONTRACT 
HARVESTING PROGRAM" DEFINING TERMS FOR THE CONTRACT 
HARVESTING AND SALE OF FOREST PRODUCTS FROM STATE TRUST LANDS- 
AUTHORIZING CONTRACT HARVESTINGOF TIMBER AND FOREST PRODUCTS 
ON STATE TRUST LANDS, AUTHORIZING THE SALE OF FOREST PRODUCTS 
BY THE DEPARTMENT OF NATURAL RESOURCES AND CONSERVATION, 
CREATING A CONTRACT HARVESTING SUBACCOUNT FOR THE DEPOSITOF 
GROSS PROCEEDS FROM CONTRACT HARVESTING SALES AND THE 
PAYMENT OF CONTRACT HARVESTING COSTS, PROVIDING RULEMAKING 
AUTHORITY FOR THE BOARD OF LAND COMMISSIONERS TO IMPLEMENT 
THE CONTRACT HARVESTING PROGRAM, AMENDING SECTIONS 77-1-613, 
77-5-201, AND 77-5-204, MCA, AND PROVIDING AN IMMEDIATE EFFECTIVE 
DATE- 

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA; 

NEW SECTION Sections. Slate menl of poUcy. (1) The applicalbn of 
contraci harvesling on Montana's Inisl lands piovides an opporlunily lo impiove 
foresi heallh and long-lerm produclivily, increase opibns for manaciing loiesis In 
environmenlally sensilive areas, and provide potential revenue benelrts lor IrusI 
benellclaries. 
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(2) II fs importanl Ihallhe deparlmenl has clear aulhorizalion and direclion for 
conducling contract hawesljng, including mariteljng and selling bg sorts andolher 
loresl products 

(3) A clear lunding mechanism addressing Ihe receipt ol revenue and payment 
lorcosls associated wilh conlrEcl haivesling pioiects provides Ihe Iransparent 
pnKess Ihal allows beneficiaries lo understand thecosis and berpslils associated 
wilh conlraci han/estir^ 

(4) Conlraci harveslmg has Ihe potential lo lesult in increased bidder activily, 
belter use and merchandising ol prodLj::ls, improved harvesling resulls and 
environmental proleclion, and quckercomplslionol projecls when time con sirainis 
aie a lactor. 

NEW SECTION- Section 3. DefiniHons. As used in Ihis pail, unless Ihe 
conle>Ll indicales olherwise, the following nJslinilbns apply: 

(1) "Contract haivesling" means a limber hanyesi or limber safe occumng on 
slale Imsl lands by which" 

(a) Ihe departmeni solicils bids and contracis with a firm or individual awamfed 
Ihe bid lo: 

(i) perform aFI necessary work lo harvesi and process trees irrlo merchanlabfe 
forest producis, 

(ii) sorl Irees pursuant lo conlraci specilicalbns and deparlment use 
slandards; and 

(lii) Iransporl and deliver Ihe prcducis lo forest produci purchasers, and 

(b) Ihe deparlmenl sells Ihe forest producis lo oneor more loresl product 
purchasers Ihiuugh the competitive bidding process pursuani lo 77-5-201 (!) and (2)_ 

(2) "Contract haivesling cosis" means expenses related lo Ihe prcduclion ol 
log sorls orolher merchanlabfe producis from a sland of limber ard Ihe 
Iransporlalionof Ihe producis to point-ol-safe localfons_ These expenses may 
include but are nol limited lo 

(a) sale preparation and development cosIs, 
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(b) markeling olforesl prodiKis and admjnislralion ol conlraci harvesling 
conlracls; 

jc) road building ard mainlenarce, 

(d) labor Jorlelhng, bucking, yarding, and tiadirg~ 

je) scaFirgol foresi producis, and 

(I) Ihe Iransportalbn ol sorled logs and olher merchanlable piDducIs from Ihe 
hawesl sile lo a poinl ol sale. 

(3) "Decked" means a pile ol logs or olher merchanlabfe loresl prodLj::ls Ihal 
have been prepared lor sale or shipmenl and placed upon a landing 

(4) "FoitsI heallh concerns" means issues Ihal can be addressed Ihrough 
managemeni orhan/eslol merchanlable or non merchantable Irees and includes 

(a) loresled lands thai are overcrowded or slagnani and Ihal are showing 
declining annual growlh, 

(b) wildlard/urban inlerface areas where limber harveslor loresl 
man^emenl is necessary lo prevenlcalaslrophc or olher dam^e lo loresled lands, 
liveslock, buildings, or olher infraslruDlure, 

jc) fire fuel buildup and Irealmenlon forested lands, 

(d) Joresled lands susceptible lo imminent or repealed insecl or disease 

alEack and limber degradalion, 

je) loresled lards thai are in a high slaleof decline or decay or are rapbly 

deteriorating; 

(f) forested lands with h^h recrealjonal use and h^h degradalion risk, and 

(g) loresled lands under droughl stress. 

(5) "ForesI producis" means any produci produced from Ihe loresl Ihatlhe 
deparlmentcan sell Ihrough compelHive bid ordirecl negolialion 

(6) "Leg sorls" means trees or porlions ol Irees Ihat are grouped and sorted 
into various p red uct categories, including bul nol limited te pulp bgs, saw logs, and 
house logs 
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[7) "Saw logs" means merchanlabls limber pi^paied and sorled as decked, 
scafed logs and sold lo b , as delired in 30-3-319, al a designated localion, 
expressed in lerms ol dollars psrlhoLisand board leel or <to liars perlon_ 

(B) "Scaled" means Ihe measured volume, we^hl, or other measuiemenlof a 
log, losdol legs, or other produ::ls. 

(9) "Slumpage" means Ihe valus ol limber as h exisls, uncul, wilhjn a haivesl 
unil, expressed in lerms of dollars per rhousand board feel, dollars per Ion, orolher 
appropriare value per unildes^nalbn. 

(10) (a) 'Timber" means any wood growlh on slale IrusI land, malui^or 
immalure, alive or ttsad, slandmg or down, Ihal is capable ol furnishing merchanlable 
raw malerial used in Ihe manufaclure of lumber orolher fores! producis 

(b) The lerm dses nol include cullivaled Chrislmas lrees_ 

NEW SECTIOM- Section 4. Contract han/esting authorized. (1) (Jnder 
direclionof Ihe board and afler submitting Ihe various porlions ollhe sale for bd, as 
described in 77-5-201 , Ihe dsparlmeni is aulhonzed lo sell limber and foresl producis 
irom conlracl harvesling safes Ihiough ihecompelilive bhdding process pursuani lo 
77-5-201(1) and (3) and lo conlrsci wilh firms and individuals for Ihe removal of 
limber and foresl prodiKis from slale IrusI lands, Ihe preparalbn ollhose materials 
inio merchanlable form, Ihs Iransportalbn of Ihose materials lo a poinl of sale, and 
olher purposes Ihal Ihe departmeni determines lo be necessary 

{2} EKcepI as provided in subseclion (3), ihettsparlmenl may nolcondLj::l 
conlracl harvesling on slale IrusI lands in an amounlgrealer than I 0% of Ihe annual 
sustained ye Id 

(3) (a) If Ihe departmeni is addressing foresl heallh concerns as provhfed in 
[seclion 4], Ihs amouni han/ested may nol be counted ^ainsl Ihe 10% ma:<imum 
piovhded for in subseclcm (2) and may nol be counled lowaid ihettsparlmenl's 
annual suslained yield leveL 
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{b) The dsparlmeni may rol exceed 10^-o ol Ihe annual suslained yisld when 
conducling conlraci han/eslirg or manacpmeni acliviles Ihal addiess loiesi heallh 
concerns. 

NEW SECTION Section 5. Contract harvesting to address foresl health 
concerns. All conlraci harvesling sale^ meani lo address specifc loiesi heallh 
concerns musi be desgned lo 

(A) improve Ihe overall heallh, pioduclivily, and fcmg-lerm levenus polenlial 
lor Ihe limber stand, 

(2) be consislenl wilh Ihe slale loresl land man^emenl plan, and 

(3) comply wUh afl applfcabfe slale laws, rules, and reguFalions. 

NEW SECTION Section e. Rules. (1) (a) The board mayadopi rufeslo 
impfemeni Ihe conlra::l harvesling piogram. The boaid shall evaluale each proposed 
conlraci hanyesi lo<telermine il, in Ihe boaid's ludgmenl, conlraci harvesling will luHill 
lis duly lo prijdenlly oblain Ihe maximum long-lerm revenue lor Ihe Imsl beneficiaries 
orlo address loresl heallh or olher environmental concerns 

(b) The board shall adopi rufes describing Ihe procedures necessary lo ensure 
Ihal Ihe IrusI benefciaiKS receive Ihe LuU markel value ollhe foresi pioducls 

(2) The board may acbpl rules Ihal impose specific appraisal requirements 
and sale prcceduies lor any loiesi pioducls diieclly marketed and sold by Ihe 
deparlmenl 

NEW SECTION Section 7. Contract harvesting account ~ authorized 
expenditures ~ termination. {1) An accouni, called Ihe conlraci harvesling 
accouni, musI be crealed as a subaccount of the timber sale accouni eslablished in 
77-1-613, in which lo deposil gross revenue and for Ihe paymenlof expendilures 
associated wilh conlraci han/eslirg sales All proceeds ollhe sale of foresi producis 
fiom a conlraci han/esling sale musl be deposiled inio Ihis accouni and musI be 
relained in Ihe accouni lo be used lo pay lor all conlraci hanyesling cosis, as 
provided in subseclbn (2) 
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(2) Espendiluies may be credited againsllhe accouni lorconlracl harvesljng 
costs. Personnel sen/ices cosis lor slale employees may not be credited againsi Ihe 
sccouni 

(3) An amouni equal lo Ihe conlraci harveslingcosis musi be relained jnthe 
accouni and Tnusf be dsducled Irom Ihe gioss proceeds lottslermine Ihe nel 
pioceeds The nel proceeds fiom Ihe sale ollhe foresi prodLj::ls musI be dislribuled 
lo Ihe appropriate IrusI 

(4) An iniljal accouni balance musI be crealed by Iranslerrir^ up lo |500,000 
inio ihe conlraci han/eslirg accouni Irom Ihe limber safe accouni 

(5) ff Ihs conlraci hanyeslir^ program is lermmaled ordisconljnued for more 
Ihan 10 years, any balance remaining in Ihe conlraci harvesling accouni in excess of 
$500,000 musI be dislribuled lo Ihe appioprialelnjsl The remaining balance up lo 
$500,000 musI be Iransferred back lo Ihe limber sale accouni provkled lor in 
77-1-613 

SeclionS. Seclion 77-1-613, MCA, is amended lo lead: 
"77-1-G13. Deduclion of porlion of income received from sale of timber 
from slale Irust lands — crealion of accouni. (1) Theie is an accouni in Ihe slale 
special levenus fund called Ihe slale limber sale accouni Money in Ihe accouni may 
be appioprialed by Ihe legislalure for use by lhe<teparlmenl in Ihe manner sel oul in 
Ihis seclion lo enhance Ihe revenue credilable lo Ihs irusls There musI be placed in 
Ihe accouni an amouni Irom limber sales on slale lands each fiscal year equal lo Ihe 
amouni appropriated from Ihs accouni for Ihe corresponding liscal year. 

(2) Timber safe program lunds deducted under subseclion (1) musI be 
direclty applied lo limber sale preparalion, BPd limber sale documenlalion , and 
conlraci harvesling cosIs as provided in Iseclion 61 

(3) tn order lo increase Ihe volume of limber sold al Ihe earliesi possible lime 
while conlinuing lo meel Ihe requiiemenls of applicable slate and fedsral laws ard in 
oidsrlo avoid unnecessary delays and ej<lracosls Ihal would resull Irom increasing 
its pennaneni slaff, thedsparlmeni may conlraci lor sendees Ihal will enabb 
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achisvernenl of Ihe purposes ollhis seclion and Ihalwill achieve Ihe h^hesl nel 
relurn lo Ihe Irusls 

{A-) To ma:<imize overall relum lo Ihe Irusis, Ihe limely salvags ol limber musi 
be considered However, salva^ limber safes may nol adversely affecl the 
impfemenlalian of green limber sales programs " 

Seclion 9. Se^lbn 77-5-201, MCA, is amended lo read 

"77-5-201. Saleoflimber (]) Undsrihs direclon of Ihe boaid, Ihe 
deparlmenl may sell Ihe limber ciop and olher crops ollhe foresis after ex aminaljon, 
eslimale, appraisal, and reporl and undsr any rufes eslablished by Ihe board Timber 
orforesi pipducts sold from slale Irusi lands may be sob by a slumpacts melhodor a 
lump-sum melhod or markeled by Ihe slale through conlracl han/eslinq as provkjed 
in [seclions 1 Ihrouqh 6] 

(Z) Timbsr proposed for sale in excess ol 1 00,000 board feel musI be 
adverljsed in a paper of Ihe counly in which Ihe limber is silualed lor a period of al 
leasl 30 days, durirg whch lime lhe<teparlmenl musI receive sealed bids up lo Ihe 
hour of Ihe closing ollhe bds, as specified in Ihe nolceof safe 

(3) fa) In cases olemeitjsncy due to because of fire, insecl, fungus, parasile, 
or blowdown orlo addiess loiesi health concerns or in cases when Ihe deparlmenl is 
required lo acl immediately lo lake advantage of access granted by psrmissbn ol an 
adpining landowner, timbsr proposed for sats nol in excess ol I million boaid leel 
may be advertised by invitation lo bid for a psrhxl of nol fess than 1 days The 
deparlmenl may ie|ecl any or d l bds, upon approval of Ihe beard, or it shall awaid 
[he sale lo Ihe hghesi responsible bidder 

(b) [i] In cases when Ihe department is requiied lo ecI immediately lo lake 
advantage of access granted by permisscn of an adpining landowner and there is 
only one potential buyer wrlh fegal access, Ihe deparlmenl may negotiate a sale of 
limber nol in e>Lcess of 1 milljon board feel wilhoul oHering Ihe limber for bkl rf Ihe 
sale IS for fair market valus 
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(ii) The provisiDns ol subseclbn (3)[b)(i) do nol apply lo silualions when Ihe 
only access is lolallyconlrollsd by a polenlial purchaser ol Ihe limbsr, in whchcase 
Ihe depaflmeni shall seek lo necpliale permanenl, reciprocal access. 

(c) In Ihe silualbns described in subseclbns [3){a) and [3){b)(i), Ihe 
departmeni is nol required to comply with Ihe piDvisions ol 75-1-201 {!) to Ihe exlenl 
Ih at compliance is precluded by limiled lime available lo lake advanlage ollhe sales 
opportunilies described by Ihis subsecliDn (3) " 

Section 10. Seclion 77-5-204, MCA, is amerxted lo read 
■77-5-204. Sale of limber - fee for forest improvement. [1} The board may 
sell limber on slate lands; nHtprce per 1,000 board feel, when approprraie, Ihal, or 
olher loigsl prcducis igmoved Irom slale lands, as providsd in Iseclions 1 thiough G], 
at a per unil prise when, in Ihe board's judgmeni, il is in Ihe besi inlereslol Ihe slale, 
piovided Ihal live limber is rol sold lor fess Ihan lull markel value 

(2) Timber sokd orcul from slale lands musi be cul ard removed under mies 
Ihal may be prescribed by the boaid lor slanding limber preservalion and fire 
pievenlion In all cases, Ihe board shall require Ihe person culling Ihe limber lo pile 
and bumorolherwise dispose ollhe brush and slash in Ihe manner Ihal may be 
piescribed by Ihe board 

(3) Before Ihe sale of limber is granled, Ihe value ol lbs limber musI be 
appraised under Ihe direclionof Ihe deparlmenl, upon ihe lequesi and subjscl lo Ihe 
approval of Ihe board An appraisal musI show as nearly as possibfe Ihe per unil 
value per 1,000 board fool , when appropriale, of all meichanlable l i mber loiesi 
producls 

(4) In Eddilbn lo Ihe price ollhe ti m ber foresl producls eslablished under 
subseclion {!), Ihe board may require a limber or olher foresl prQdLj::l purchaser lo 
pay a fee for foresl improvemenl Revenue from Ihe fee musI bs deposiled in Ihe 
slale special revenue furd lo Ihe credilof Ihe department and, as appropriated by Ihe 
legislature, may be used only for 

(a) disposing of tigging slash; 
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(b) Kqiiiring &::cess and majnlaining loads necessary lor limber harvesling 
on slale lards, 

jc) reloresling, thinning, andolherwise impioving ihecondilbn and income 
polenlial olloresled slale lands, and 

(d) complying wifh fegaT requfremenls lor limber harve sling ■ 

NEW SECTION Section 11. SeverabllHy. II apartol|lhis acl] is invalid, all 
valkl parls Ihal are severable Irom Ihe invalid pari remain in effect II a parlol |lhcs 
acl] is invald in one or more ol ils applcalions, Ihe pari remams in ellecl m all valid 
applicalbns Ihat are severabb Irom Ihe invalid applcalions 

NEW SECTION Section 12. Codification instruction. [Sectbns I Ihrough 
6] are mlended lo be codilied as an inlegral pari olTilfe 77, chapler 5, part 2, and Ihe 
provisions ol Tille 77, chapler 5, pari 2, apply lo [sections I Ihrough 6]_ 

NEW SECTION Section 13. Effecljve dale. [This acl} is efleclive on 
passage and approval. 

-END- 
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Appendix B: ConicibutorG to the HJR 33 White Paper 

KeilhOlsen, Monlana Logging Associalbn 

Ellsn Engsledl, Monlana Wood Froducls Associalbn 

David Jackson, Jackson & Jacl^son LLP 

Charles Keegan, Bureau ol Business and Economic Research 

Loren Rose, PyramKJ Mounlain Lumber 

Gordon Sanders, Pyramid Mounlain Lumber 

Chucit Ready. F H Slollz L S L CO 

Dave Richards, Washinglon Depl_ ol Matural Resources 

Bob Dicit, American Forest Resource Council 

Terry Thorpe, Monlana Depl_ of Malural Resources and Conservalion 

Brian Robbjns, Montana Depl. ol Natural Resources and Conservatbn 

Shawn Thomas, Monlana Depl oi Nalural Resources and Conservalion 

Paul Engelman, Monlana Depl ol Nalural Resources and Conservalion 

Tom Schuhz, Montana Depl_ ol Nalural Resources and Ctmservalion 

David GroeschI, Monlana Depl ol Nalural Resouices and Gonsenyalcm 

Roger Ziesak, Monlana Depl ol Natural Resources and Conservalion 

42 



Appendix C 

59lh Legislature HJ0033 




A JOINT RESOLUTION OF THE SENATE ANDTHE HOU SE OF REPRESErJTATI VES OF 
THE STATE OF MONTANA REQUESTING AN INTERIM STUDY OF ISSUES RELATED 
TO CONTRACT HARVESTINGOF TIMBER FFIOM SCHOOL TRUST LANDS. 

WHEREAS, the Monlana Conslilulbn requires Ihal school Injsl lards be managed 
for Ihe supporl and benefil ol various slaleeducalbnal inslilulions, and 

WHEREAS, Ihe Deparlmenlol Nalural Resources and Co nservalion estimates Ihal 
aulhorizir^ the departmenl lo sell logs direclly Irom slale lands coukd increase lunding 
available lor IrusI beneliciaries by as much as 30^-oOverlhecurrenl method ol limber sales^ 
and 

WHEREAS, Ihe Washington Departmenl ol Nalural Resources manges a program 
Ihal alfows conlraci haivesling on slale lands for up lo 10% of Ihe lolal annual volume ol 
limber offered for sale, and 

WHEREAS, fegislalbn Ihal would have aulhonzed a similar program in Montana 
passed Ihe Senale by a 48-2 vole_ 

NOW, THEREFORE, BE IT RESOLVED BY THE SENATE AND THE HOUSE OF 
REPRESENTATIVES OF THE STATE OF MONTANA 

Thai Ihe Legislalive Council be lequesled lo designate an appropriate interim 
committee, pursuanlte seclion 5-5-21 7, MGA^ordireclsuflicienlslafl resources toesamine 
issLjes surrounding Ihe possible impfemenlalionof a contract harvesling program for slate 
lands in Montana, including bul nol limited to an examinalion ol similar programs in olher 
slales, standaids for bg qualify, accounling prEclces, slandards lor hiring kx^rs, 
slewaidship contracting, revenue and ej<penses, and economc impacis to Ihe loggir^ 
induslry 
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BE IT FURTHER RESOLVED, Ihal parlcipanis inihe sludy irtlutte i^presenlalives 
ollhe Departmenlof Nalural Resources and Conservalion, beneficiaries ollru si lands, Ihe 
Montana L<>ggjng AsstKialion, Ihe Montana W<>od Producis Assoc iaibn, and Ihe 
consent alion communil/ 

BE IT FURTHER RESOLVED, Ihal if Ihe sludy is assgnedlo slaff, any findings or 
conclusiDns be presented lo and i^viewed by an appropriate com millee designated by Ihe 
Legislative Council 

BE IT FURTHER RESOLVED, that all aspects of lbs study, including presentation 
and review requirements, be concluded pnorto September 15, 2006. 

BE IT FURTHER RESOLVED, that the final results of the study, includir^ any 
lindings, conclusions, comments, or recommendatDns of the appropriate committee, be 
reported to the 60th Legislature. 

-END- 
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